
THE DEFENSE PRODUCTION ACT OF 1950, 

AS AMENDED 

[50 U.S.C. App. § 2061 et seq.] 
 

Title III - Expansion of Productive Capacity  

and Supply 
 

Sec. 301.  LOAN GUARANTEES [50 U.S.C. App. § 2091] 
 

(a) Purpose of loans; guaranteeing agencies; Presidential determinations 
 

(1) In order to expedite production and deliveries or services under Government 
contracts, the President may authorize, subject to such regulations as he may prescribe, 
the Department of Defense, the Department of Energy, the Department of Commerce, 
and such other agencies of the United States engaged in procurement for the national 
defense as he may designate (hereinafter referred to as “guaranteeing agencies”), without 
regard to provisions of law relating to the making, performance, amendment, or 
modification of contracts, to guarantee in whole or in part any public or private financing 
institution (including any Federal Reserve bank), by commitment to purchase, agreement 
to share losses, or otherwise, against loss of principal or interest on any loan, discount, or 
advance, or on any commitment in connection therewith, which may be made by such 
financing institution for the purpose of financing any contractor, subcontractor, or other 
person in connection with the performance of any contract or other operation deemed by 
the guaranteeing agency to be necessary to expedite or expand production and deliveries 
or services under Government contracts for the procurement of industrial resources or 
critical technology items essential to the national defense, or for the purpose of financing 
any contractor, subcontractor, or other person in connection with or in contemplation of 
the termination, in the interest of the United States, of any contract made for the national 
defense;  but no small-business concern (as defined in section 702(17) [former 50 U.S.C. 
App. § 2163a(a)(1)]) shall be held ineligible for the issuance of such a guaranty by reason 
of alternative sources of supply. 
 

(2) Except as provided in section 305 [50 U.S.C. App. § 2095] and section 306 
[50 U.S.C. App. § 2096], no authority contained in sections 301, 302, or 303 [50 U.S.C. 
App. § 2091, 2092, or 2093] may be used in any manner— 
 

(A) in the development, production, or distribution of synthetic fuel; 
 

(B) for any synthetic fuel project; 
 

(C) to assist any person for the purpose of providing goods or services to a 
synthetic fuel project; or 
 



(D) to provide any assistance to any person for the purchase of synthetic fuel. 
 

(3) Except during periods of national emergency declared by the Congress or the 
President, a guarantee may be entered into under this section only if the President 
determines that— 
 

(A) the guaranteed contract or activity is for industrial resources or a critical 
technology item which is essential to the national defense; 
 

(B) without the guarantee, United States industry cannot reasonably be 
expected to provide the needed industrial resources or critical technology item in a timely 
manner; 
 

(C) the guarantee is the most cost effective, expedient, and practical 
alternative for meeting the need involved; and 
 

(D) the combination of the United States national defense demand and 
foreseeable nondefense demand is not less than the output of domestic industrial 
capability, as determined by the President, including the output to be established through 
the guarantee. 
 

(b) Fiscal agents; accountability; reimbursement 

 
Any Federal agency or any Federal Reserve bank, when designated by the President, is 
authorized to act, on behalf of any guaranteeing agency, as fiscal agent of the United 
States in the making of such contracts of guarantee and in otherwise carrying out the 
purposes of this section.  All such funds as may be necessary to enable any such fiscal 
agent to carry out any guarantee made by it on behalf of any guaranteeing agency shall be 
supplied and disbursed by or under authority from such guaranteeing agency.  No such 
fiscal agent shall have any responsibility or accountability except as agent in taking any 
action pursuant to or under authority of the provisions of this section.  Each such fiscal 
agent shall be reimbursed by each guaranteeing agency for all expenses and losses 
incurred by such fiscal agent in acting as agent on behalf of such guaranteeing agency, 
including among such expenses, notwithstanding any other provision of law, attorneys’ 
fees and expenses of litigation. 
 

(c) Supervision; interest, fees, procedures 

 
All actions and operations of such fiscal agents under authority of or pursuant to this 
section shall be subject to the supervision of the President, and to such regulations as he 
may prescribe; and the President is authorized to prescribe, either specifically or by 
maximum limits or otherwise, rates of interest, guarantee and commitment fees, and other 
charges which may be made in connection with loans, discounts, advances, or 
commitments guaranteed by the guaranteeing agencies through such fiscal agents, and to 
prescribe regulations governing the forms and procedures (which shall be uniform to the 
extent practicable) to be utilized in connection with such guarantees. 



(d) Funds available for guarantees 
 
Each guaranteeing agency is authorized to use for the purposes of this section any funds 
which have heretofore been appropriated or allocated or which hereafter may be 
appropriated or allocated to it, or which are or may become available to it, for such 
purposes or for the purpose of meeting the necessities of the national defense. 
 

(e) Identification of industrial resource shortfall; prevention of personal 

financial insolvency or bankruptcy 

 
(1)(A) Except as provided in subparagraph (D), a guarantee may be made under 

this section only if the industrial resource or critical technology item shortfall which such 
guarantee is intended to correct has been identified in the Budget of the United States, or 
amendments thereto, submitted to the Congress, accompanied by a statement from the 
President demonstrating that the budget submission is in accordance with the provisions 
of subsection (a)(3) of this section. 
 

(B) Any such guarantee may be made only after 60 days have elapsed after 
such industrial resource or critical technology item shortfall has been identified pursuant 
to subparagraph (A). 
 

(C) If the making of any guarantee or guarantees to correct an industrial 
resource or critical technology item shortfall would cause the aggregate outstanding 
amount of all guarantees for such industrial resource shortfall to exceed $50,000,000, any 
such guarantee or guarantees may be made only if specifically authorized by law. 
 

(D) The requirements of subparagraphs (A), (B), and (C) may be waived— 
 

(i) during periods of national emergency declared by the Congress or the 
President; or 
 

(ii) upon a determination by the President, on a nondelegable basis, that a 
specific guarantee is necessary to avert an industrial resource or critical technology item 
shortfall that would severely impair national defense capability. 

 
(2) The authority conferred by this section shall not be used primarily to prevent 

the financial insolvency or bankruptcy of any person, unless 
 

(A) the President certifies that the insolvency or bankruptcy would have a 
direct and substantially adverse effect upon defense production; and 
 

(B) a copy of such certification, together with a detailed justification thereof, 
is transmitted to the Congress and to the Committee on Banking, Housing, and Urban 
Affairs of the Senate and the Committee on Financial Services of the House of 
Representatives at least ten days prior to the exercise of that authority for such use. 
 



Sec. 302.  LOANS TO PRIVATE BUSINESS ENTERPRISES [50 U.S.C. App. § 
2092] 
 

(a) Purposes 

 
To expedite production and deliveries or services to aid in carrying out Government 
contracts for the procurement of industrial resources or a critical technology item for the 
national defense, the President may make provision for loans (including participations in, 
or guarantees of, loans) to private business enterprises (including research corporations 
not organized for profit) for the expansion of capacity, the development of technological 
processes, or the production of essential materials, including the exploration, 
development, and mining of strategic and critical metals and minerals, and manufacture 
of newsprint. 
 

(b) Terms and conditions; Presidential determinations 

 
Such loans may be made without regard to the limitations of existing law and on such 
terms and conditions as the President deems necessary, except that— 
 

(1) financial assistance may be extended only to the extent that it is not otherwise 
available on reasonable terms;  and 
 

(2) except during periods of national emergency declared by the Congress or the 
President, no such loan may be made unless the President determines that— 
 

(A) the loan is for the expansion of capacity, the development of a 
technological process, or the production of materials essential to the national defense; 
 

(B) without the loan, United States industry cannot reasonably be expected to 
provide the needed capacity, technological processes, or materials in a timely manner; 
 

(C) the loan is the most cost effective, expedient, and practical alternative 
method for meeting the need; and 
 

(D) the combination of the United States national defense demand and 
foreseeable nondefense demand is not less than the output of domestic industrial 
capability, as determined by the President, including the output to be established through 
the loan. 

(c) Identification of industrial resource shortfall 

 
(1) Except as provided in paragraph (4), no loans may be made under this section, 

unless the industrial resource shortfall which such loan is intended to correct has been 
identified in the Budget of the United States, or amendments thereto, submitted to the 
Congress, accompanied by a statement from the President demonstrating that the budget 
submission is in accordance with the provisions of subsection (b)(2) of this section. 
 



(2) Any such loan may be made only after 60 days have elapsed after such 
industrial resource shortfall has been identified pursuant to paragraph (1). 
 

(3) If the making of any loan or loans to correct an industrial resource shortfall 
would cause the aggregate outstanding amount of all loans for such industrial resource 
shortfall to exceed $50,000,000, any such loan or loans may be made only if specifically 
authorized by law. 
 

(4) The requirements of paragraphs (1), (2), and (3) may be waived— 
 

(A) during periods of national emergency declared by the Congress or the 
President; and 
 

(B) upon a determination by the President, on a nondelegable basis, that a 
specific guarantee is necessary to avert an industrial resource or critical technology 
shortfall that would severely impair national defense capability. 
 

Sec. 303.  PURCHASE OF RAW MATERIALS AND INSTALLATION OF 

EQUIPMENT [50 U.S.C. App. § 2093] 
 

(a) Presidential provisions 

 
(1) In general 

 
To assist in carrying out the objectives of this Act [50 U.S.C. App. § 2061-2171], the 
President may make provision— 
 

(A) for purchases of or commitments to purchase an industrial resource or a 
critical technology item, for Government use or resale; and 
 

(B) for the encouragement of exploration, development, and mining of critical 
and strategic materials, and other materials. 

 
(2) Treatment of certain agricultural commodities 

 
Purchases for resale under this subsection shall not include that part of the supply of an 
agricultural commodity which is domestically produced, except to the extent that such 
domestically produced supply may be purchased for resale for industrial use or 
stockpiling. 
 

(3) Terms of sales 
 
No commodity purchased under this subsection shall be sold at less than— 
 



(A) the established ceiling price for such commodity, except that minerals, 
metals, and materials shall not be sold at less than the established ceiling price, or the 
current domestic market price, whichever is lower; or 
 

(B) if no ceiling price has been established, the higher of— 
 

(i) the current domestic market price for such commodity; or 
 

(ii) the minimum sale price established for agricultural commodities 
owned or controlled by the Commodity Credit Corporation, as provided in section 407 of 
the Agricultural Act of 1949 [7 U.S.C. 1427]. 
 

(4) Delivery dates 
 
No purchase or commitment to purchase any imported agricultural commodity shall 
specify a delivery date which is more than 1 year after the expiration of this section. 
 

(5) Presidential determinations 
 
Except as provided in paragraph (7), the President may not execute a contract under this 
subsection unless the President determines that— 
 

(A) the industrial resource or critical technology item is essential to the 
national defense; 
 

(B) without Presidential action under the authority provided for in this section, 
United States industry cannot reasonably be expected to provide the capability for the 
needed industrial resource or critical technology item in a timely manner; 
 

(C) purchases, purchase commitments, or other action pursuant to this section 
are the most cost effective, expedient, and practical alternative method for meeting the 
need; and 
 

(D) the combination of the United States national defense demand and 
foreseeable nondefense demand for the industrial resource or critical technology item is 
not less than the output of domestic industrial capability, as determined by the President, 
including the output to be established through the purchase, purchase commitment, or 
other action. 

 
(6) Identification of shortfall 

 
(A) In general 

 
Except as provided in paragraph (7), the President shall take no action under this section 
unless the industrial resource shortfall which such action is intended to correct has been 
identified in the Budget of the United States, or amendments thereto, submitted to the 



Congress and accompanied by a statement from the President demonstrating that the 
budget submission is in accordance with the provisions of paragraph (5). 
 

(B) Timing of action 
 
Any such action may be taken only after 60 days have elapsed after such industrial 
resource shortfall has been identified pursuant to subparagraph (A). 
 

(C) Limitation 
 
If the taking of any action or actions under this section to correct an industrial resource 
shortfall would cause the aggregate outstanding amount of all such actions for such 
industrial resource shortfall to exceed $50,000,000, any such action or actions may be 
taken only if specifically authorized by law. 
 

(7) Waiver 
 
The requirements of paragraphs (1) through (6) may be waived— 
 

(A) during periods of national emergency declared by the Congress or the 
President; or 
 

(B) upon a determination by the President, on a nondelegable basis, that a 
specific guarantee is necessary to avert an industrial resource or critical technology item 
shortfall that would severely impair national defense capability. 
 

(b) Terms and conditions of purchase 
 
Subject to the limitations in subsection (a) of this section, purchases and commitments to 
purchase and sales under such subsection may be made without regard to the limitations 
of existing law, for such quantities, and on such terms and conditions, including advance 
payments, and for such periods, but not extending beyond a date that is not more than 10 
years from the date such purchase, purchase commitment, or sale was initially made, as 
the President deems necessary, except that purchases or commitments to purchase 
involving higher than established ceiling prices (or if there be no established ceiling 
prices, currently prevailing market prices) or anticipated loss on resale shall not be made 
unless it is determined that supply of the materials could not be effectively increased at 
lower prices or on terms more favorable to the Government or that such purchases are 
necessary to assure the availability to the United States of overseas supplies. 

 

(c) Subsidy payments on domestically produced materials; exclusion of 

agricultural products 
 
If the President finds— 
 



(1) that under generally fair and equitable ceiling prices for any raw or 
nonprocessed material, there will result a decrease in supplies from high cost sources of 
such material, and that the continuation of such supplies is necessary to carry out the 
objectives of the Act [50 U.S.C. App. § 2061-2171]; or 
 

(2) that an increase in cost of transportation is temporary in character and 
threatens to impair maximum production or supply in any area at stable prices of any 
materials; 
 
he may make provision for subsidy payments on any such domestically produced 
material other than an agricultural commodity in such amounts and in such manner 
(including purchases of such material and its resale at a loss without regard to the 
limitations of existing law), and on such terms and conditions, as he determines to be 
necessary to insure that supplies from such high cost sources are continued, or that 
maximum production or supply in such area at stable prices of such materials is 
maintained, as the case may be. 
 

(d) Transportation, storage, and processing 
 
The procurement power granted to the President by this section shall include the power to 
transport and store and have processed and refined, any materials procured under this 
section. 
 

(e) Installation of equipment in industrial facilities 

 
When in his judgment it will aid the national defense, the President is authorized to install 
additional equipment, facilities, processes or improvements to plants, factories, and other 
industrial facilities owned by the United States Government, and to install government-
owned equipment in plants, factories, and other industrial facilities owned by private 
persons. 
 

(f) Transfers of excess materials to National Defense Stockpile 
 
Notwithstanding any other provision of law to the contrary, metals, minerals, and 
materials acquired pursuant to the provisions of this section which, in the judgment of the 
President, are excess to the needs of programs under this Act [50 U.S.C. App. § 2061-
2171], shall be transferred to the National Defense Stockpile established by the Strategic 
and Critical Materials Stock Piling Act (50 U.S.C. 98 et seq.) when the President deems 
such action to be in the public interest. 
 
Transfers made pursuant to this subsection shall be made without charge against or 
reimbursement from funds appropriated for the purposes of such Act, except that costs 
incident to such transfer other than acquisition costs shall be paid or reimbursed from 
such funds, and the acquisition costs of such metals, minerals, and materials transferred 
shall be deemed to be net losses incurred by the transferring agency and the notes payable 
issued to the Secretary of the Treasury representing the amounts thereof shall be 



cancelled.  Upon the cancellation of any such notes the aggregate amount of borrowing 
which may be outstanding at any one time under section 304(b) of this Act, as amended 
[50 U.S.C. App. § 2094(b)], shall be reduced in an amount equal to the amount of any 
notes so cancelled. 
 

(g) Development of substitutes for strategic and critical materials 
 
When in his judgment it will aid the national defense, the President may make provision 
for the development of substitutes for strategic and critical materials, critical components, 
critical technology items, and other industrial resources. 
 
Sec. 304.  DEFENSE PRODUCTION ACT FUND [50 U.S.C. App. § 2094] 
 

(a) Establishment of Fund 

 
There is established in the Treasury of the United States a separate fund to be known as 
the Defense Production Act Fund (hereafter in this section referred to as “the Fund”). 
 

(b) Moneys in Fund 
 
There shall be credited to the Fund— 
 

(1) all moneys appropriated for the Fund, as authorized by section 711(b) [50 
U.S.C. App. § 2161(b)]; and 
 

(2) all moneys received by the Fund on transactions entered into pursuant to 
section 303 [50 U.S.C. App. § 2093]. 
 

(c) Use of Fund 

 
The Fund shall be available to carry out the provisions and purposes of this title [50 
U.S.C. App. § 2091-2099a], subject to the limitations set forth in this Act [50 U.S.C. 
App. § 2061-2171] and in appropriations Acts. 
 

(d) Duration of Fund 

 
Moneys in the Fund shall remain available until expended. 
 

(e) Fund balance 

 
The Fund balance at the close of each fiscal year shall not exceed $400,000,000, 
excluding any moneys appropriated to the Fund during that fiscal year or obligated funds.  
If, at the close of any fiscal year, the Fund balance exceeds $400,000,000, the amount in 
excess of $400,000,000 shall be paid into the general fund of the Treasury. 
 
 



(f) Fund manager 

 
The President shall designate a Fund manager.  The duties of the Fund manager shall 
include— 
 

(1) determining the liability of the Fund in accordance with subsection (g); 
 

(2) ensuring the visibility and accountability of transactions engaged in through 
the Fund; and 
 

(3) reporting to the Congress each year regarding activities of the Fund during the 
previous fiscal year. 
 

(g) Liabilities against Fund 

 
When any agreement entered into pursuant to this title [50 U.S.C. App. § 2091-2099a] 
after December 31, 1991, imposes any contingent liability upon the United States, such 
liability shall be considered an obligation against the Fund. 
 
Sec. 305.  SYNTHETIC FUEL PRODUCTION [50 U.S.C. App. § 2095] 
 

(a) Immediate Presidential action to meet national defense needs; exercise of 

authorities; United States Synthetic Fuel Corporation authority unaffected 

 
(1)(A) Subject to subsection (k)(1), in order to encourage and expedite the 

development of synthetic fuel for use for national defense purposes, the President, 
utilizing the provisions of this Act [50 U.S.C. App. § 2061-2171] (other than sections 
101(a), 101(b), 301, 302, 303, and 306 [50 U.S.C. App. § 2071(a), 2071(b), 2091 to 
2093, and 2096]), and any other applicable provision of law, shall take immediate action 
to achieve production of synthetic fuel to meet national defense needs. 
 

(B) The President shall exercise the authority granted by this section— 
 

(i) in consultation with the Secretary of Energy; 
 

(ii) through the Department of Defense and any other Federal department 
or agency designated by the President; and 
 

(iii) consistent with an orderly transition to the separate authorities 
established pursuant to the United States Synthetic Fuels Corporation Act of 1980 [42 
U.S.C. 8701 et seq.]. 
 

(2) This section shall not affect the authority of the United States Synthetic Fuels 
Corporation. 

 

 



(b) Specific Presidential authorities; requisites, limitations, etc. 
 

(1)(A) To assist in carrying out the objectives of this section, the President, 
subject to subsections (c) and (d), shall— 
 

(i) contract for purchases of, or commitments to purchase, synthetic fuel 
for Government use for defense needs; 
 

(ii) subject to paragraph (3), issue guarantees in accordance with the 
provisions of section 301 [50 U.S.C. App. § 2091], except that the provisions of section 
301(e)(1)(B) [50 U.S.C. App. § 2091(e)(1)(B)] shall not apply with respect to such 
guarantees; and 
 

(iii) subject to paragraph (3), make loans in accordance with the provisions 
of section 302 [50 U.S.C. App. § 2092], except that the provisions of section 302(2) [50 
U.S.C. App. § 2092(2)] shall not apply with respect to such loans. 

 
(2)(A) Except as provided in subparagraph (B) assistance authorized under this 

subsection may be provided only to persons who are participating in a synthetic fuel 
project. 

 
(B) For purposes of fabrication or manufacture of any component of a 

synthetic fuel project, assistance authorized under paragraph (1)(A)(ii) and paragraph 
(1)(A)(iii) may be provided to any fabricator or manufacturer of such component. 
 

(3) The President may not utilize the authority under paragraph (1) to provide any 
loan or guarantee in accordance with the provisions of section 301 [50 U.S.C. App. § 
2091] or section 302 [50 U.S.C. App. § 2092] in amounts which exceed the limitations 
established in such sections unless the President submits to the Congress notification of 
the proposed loan or guarantee in the manner specified under section 307 [50 U.S.C. 
App. § 2097] and such proposed action is either approved or not disapproved by the 
Congress under such section.  For purposes of section 307 [50 U.S.C. App. § 2097], any 
proposal pertaining to a proposed loan or guarantee, notice of which is transmitted to the 
Congress under this paragraph, shall be considered to be a synthetic fuel action. 
 

(c) Purchases and commitments to purchase by President; authority; limitations; 

advance payments prior to construction of synthetic fuel project 
 

(1) Subject to paragraph (2), purchases and commitments to purchase under 
subsection (b) may be made— 
 

(A) without regard to the limitations of existing law (other than the limitations 
contained in this Act [50 U.S.C. App. § 2061 to 2171] ) regarding the procurement of 
goods or services by the Government; and 
 



(B) subject to section 717(a) [50 U.S.C. App. § 2166(a)], for such quantities, 
on such terms and conditions (including advance payments subject to paragraph (3)), and 
for such periods as the President deems necessary. 

(2) Purchases or commitments to purchase under subsection (b) involving higher 
than established ceiling prices (or if there are no established ceiling prices, currently 
prevailing market prices as determined by the Secretary of Energy) shall not be made 
unless it is determined that supplies of synthetic fuel could not be effectively increased at 
lower prices or on terms more favorable to the Government, or that such commitments or 
purchases are necessary to assure the availability to the United States of supplies overseas 
for use for national defense purposes. 
 

(3) Advance payments may not be made under this section unless construction has 
begun on the synthetic fuel project involved or the President determines that all 
conditions precedent to construction have been met. 
 

(d) Bidding and contracting procedures and requirements applicable to 

purchases and commitments to purchase 

 
(1) Except as provided in paragraph (2), any purchase of or commitment to 

purchase synthetic fuel under subsection (b) shall be made by solicitation of sealed 
competitive bids. 
 

(2) In any case in which no such bids are submitted to the President or the 
President determines that no such bids which have been submitted to the President are 
acceptable, the President may negotiate contracts for such purchases and commitments to 
purchase. 
 

(3) Any contract for such purchases or commitments to purchase shall provide 
that the President has the right to refuse delivery of the synthetic fuel involved and to pay 
the person involved an amount equal to the amount by which the price for such synthetic 
fuel, as specified in the contract involved, exceeds the market price, as determined by the 
Secretary of Energy, for such synthetic fuel on the delivery date specified in such 
contract. 
 

(4)(A)(i) With respect to any person, including any other person who is 
substantially controlled by such person (as determined by the Secretary of Energy), the 
President, subject to subparagraph (A)(ii), may not award contracts for the purchase of or 
commitment to purchase more than 100,000 barrels per day crude oil equivalent of 
synthetic fuel. 
 

(ii) With respect to any person, including any other person who is 
substantially controlled by such person (as determined by the Secretary of Energy), the 
President may not award any contract for the purchase or commitment to purchase of 
more than 75,000 barrels per day crude oil equivalent of synthetic fuel unless the 
President submits to the Congress notification of such proposed contract or commitment 
in the manner specified under section 307 [50 U.S.C. App. § 2097] and such proposed 



action is either approved or not disapproved by the Congress under such section.  For 
purposes of section 307 [50 U.S.C. App. § 2097], any proposal pertaining to such a 
proposed contract or commitment, notice of which is transmitted to the Congress under 
this subparagraph, shall be considered to be a synthetic fuel action. 
 

(B) A contract for the purchase of or commitment to purchase synthetic fuel 
may be entered into only for synthetic fuel which is produced in a synthetic fuel project 
which is located in the United States. 

(C) Each contract entered into under this section for the purchase of or 
commitment to purchase synthetic fuel shall provide that all parties to such contract agree 
to review and to possibly renegotiate such contract within 10 years after the date of the 
initial production at the synthetic fuel project involved.  At the time of such review, the 
President shall determine the need for continued financial assistance pursuant to such 
contract. 
 

(5) In any case in which the President, under the provisions of this section, 
accepts delivery of any synthetic fuel, such synthetic fuel may be used by an appropriate 
Federal agency.  Such Federal agency shall pay for such synthetic fuel the prevailing 
market price for the product which such synthetic fuel is replacing, as determined by the 
Secretary of Energy, from sums appropriated to such Federal agency for the purchase of 
fuel, and the President shall pay, from sums appropriated for such purpose pursuant to the 
authorizations contained in sections 711(a)(2) and 711(a)(3) [50 U.S.C. App. § 
2161(a)(2) and 2161(a)(3)], an amount equal to the amount by which the contract price 
for such synthetic fuel as specified in the contract involved exceeds such prevailing 
market price. 
 

(6) In considering any proposed contract under this section, the President shall 
take into account the socioeconomic impacts on communities which would be affected by 
any new or expanded facilities required for the production of the synthetic fuel under 
such contract. 
 

(e) Scope of Presidential procurement power 

 
The procurement power granted to the President under this section shall include the 
power to transport and store and have processed and refined any product procured under 
this section. 
 

(f) Determinations necessary for purchase and sale of synthetic fuel 
 

(1) No authority contained in this section may be exercised to acquire any amount 
of synthetic fuel unless the President determines that such synthetic fuel is needed to 
meet national defense needs and that it is not anticipated that such synthetic fuel will be 
resold by the Government. 
 

(2) In any case in which synthetic fuel is acquired by the Government under this 
section, such synthetic fuel is no longer needed to meet national defense needs, and such 



synthetic fuel is not accepted by a Federal agency pursuant to subsection (d)(5), the 
President shall offer such synthetic fuel to the Secretary of Energy for purposes of 
meeting the storage requirements of the Strategic Petroleum Reserve. 
 

(3) Any synthetic fuel which is acquired by the Government under this section 
and which is not used by the Government or accepted by the Secretary of Energy 
pursuant to paragraph (2) shall be sold in accordance with applicable Federal law. 
 

(g) Maximum liability of Federal Government under contracts; budgetary 

certifications 

 
(1) Any contract under this section including any amendment or other 

modification of such contract, shall, subject to the availability of unencumbered 
appropriations in advance, specify in dollars the maximum liability of the Federal 
Government under such contract as determined in accordance with paragraph 
 

(2) For the purpose of determining the maximum liability under any contract 
under paragraph (1)— 
 

(A) loans shall be valued at the initial face value of the loan; 
 

(B) guarantees shall be valued at the initial face value of such guarantee 
(including any amount of interest which is guaranteed under such guarantee); 
 

(C) purchase agreements shall be valued as of the date of each such contract 
based upon the President’s estimate of the maximum liability under such contract; and 
 

(D) any increase in the liability of the Government pursuant to any 
amendment or other modification to a contract for a loan, guarantee, or purchase 
agreement shall be valued in accordance with the applicable preceding subparagraph. 
 

(3) If more than one form of assistance is provided under this section to any 
synthetic fuel project, then the maximum liability under such contract for purposes of 
paragraphs (1) and (2) shall be valued at the maximum potential exposure on such project 
at any time during the life of such project. 
 

(4) Any such contract shall be accompanied by a certification by the Director of 
the Office of Management and Budget that the necessary appropriations have been made 
for the purpose of such contract and are available.  The remaining available and 
unencumbered appropriations shall equal the total aggregate appropriations less the 
aggregate maximum liability of the Federal Government under all contracts pursuant to 
this section. 
 

(5) Any commitment made under this section which is nullified or voided for any 
reason shall not be considered in the aggregate maximum liability for the purposes of 
paragraph (4). 



 

(h) Loan, guarantee, or purchase agreement not to be deemed a major Federal 

action significantly affecting the quality of the human environment 
 
For purposes of section 102(2)(C) of the National Environmental Policy Act of 1969 (42 
U.S.C. 4332(2)(C)), no action in providing any loan, guarantee, or purchase agreement 
under this section shall be deemed to be a major Federal action significantly affecting the 
quality of the human environment. 
 

(i) Labor standards; applicability, certifications, etc. 

 
All laborers and mechanics employed for the construction, repair, or alteration of any 
synthetic fuel project funded, in whole or in part, by a guarantee or loan entered into 
pursuant to this section shall be paid wages at rates not less than those prevailing on 
projects of a similar character in the locality as determined by the Secretary of Labor in 
accordance with subchapter IV of chapter 31 of title 40, United States Code.  
Guaranteeing agencies shall not extend guarantees and the President shall not make loans 
for the construction, repair or alteration of any synthetic fuel project unless a certification 
is provided to the agency or the President, as the case may be, prior to the 
commencement of construction or at the time of filing an application for a loan or 
guarantee, if construction has already commenced, that these labor standards will be 
maintained at the synthetic fuel project.  With respect to the labor standards specified in 
this subsection, the Secretary of Labor shall have the authority and functions set forth in 
Reorganization Plan Numbered 14 of 1950. 
 

(j) Other jurisdictional, etc., authorities relating to water resources and rights 

unaffected 
 

(1) Nothing in this section shall— 
 

(A) affect the jurisdiction of the States and the United States over waters of 
any stream or over any ground water resource; 
 

(B) alter, amend, repeal, interpret, modify, or be in conflict with any interstate 
compact made by any States; or 
 

(C) confer upon any non-Federal entity the ability to exercise any Federal 
right to the waters of any stream or to any ground water resource. 
 

(2) No synthetic fuel project constructed pursuant to the authorities of this section 
shall be considered to be a Federal project for purposes of the application for or 
assignment of water rights. 
 

(k) Termination of contracting or commitment authority of President; renewal 

or extension of contracts 

 



(1) Subject to paragraph (2), the authority of the President to enter into any new 
contract or commitment under this section shall cease to be effective on the date on 
which the President determines that the United States Synthetic Fuels Corporation is 
established and fully operational consistent with the provisions of the United States 
Synthetic Fuels Corporation Act of 1980 [42 U.S.C. 8701 et seq.]. 
 

(2) Contracts entered into under this section before the date specified in paragraph 
(1) may be renewed and extended by the President after the date specified in paragraph 
(1) but only to the extent that Congress has specifically appropriated funds for such 
renewals and extensions. 

 

Sec. 306.  SYNTHETIC FUEL PRODUCTION SUBSEQUENT TO 

DETERMINATIONS RESPECTING A NATIONAL ENERGY SUPPLY 

SHORTAGE OF DEFENSE FUELS [50 U.S.C. App. § 2096] 
 

(a) Invocation of authorities; judicial review prohibited 
 

(1) At any time after the date of the enactment of this section [June 30, 1980], the 
President may, subject to paragraph (2), invoke the authorities provided under this section 
upon making all the following determinations and transmitting a report to the Congress 
regarding such determinations: 
 

(A) a national energy supply shortage has resulted or is likely to result in a 
shortfall of petroleum supplies in the United States, and such shortage is expected to 
persist for a period of time sufficient to seriously threaten the adequacy of defense fuel 
supplies essential to direct defense and direct defense industrial base programs; 
 

(B) the continued adequacy of such supplies cannot be assured and requires 
expedited production of synthetic fuel to provide such defense fuel supplies; 
 

(C) the expedited production of synthetic fuel to provide such defense fuel 
supplies will not be accomplished in a timely manner by the United States Synthetic 
Fuels Corporation; and 
 

(D) the exercise of the authorities provided under subsection (c) is necessary 
to provide for the expedited production of synthetic fuel to provide such defense fuel 
supplies. 
 

(2)(A) Any transmittal under paragraph (1) shall contain a determination by the 
President regarding the extent of the anticipated shortage of petroleum supplies.  If the 
President determines that such shortage is greater than 25 percent, the authorities invoked 
by the President under this section shall be effective on the date on which the report 
required under paragraph (1) is transmitted to the Congress. 
 

(B) If the President determines that such shortage is less than 25 percent, the 
transmittal under paragraph (1) shall be made in accordance with section 307 [50 U.S.C. 



App. § 2097] and the authorities under this section shall be effective only as provided 
under such section.  For purposes of section 307 [50 U.S.C. App. § 2097], any 
determination to invoke authorities under this section, notice of which is transmitted to 
the Congress under this subsection, shall be considered to be a synthetic fuel action. 
 

(3) No court shall have the authority to review any determination made by the 
President under this subsection. 
 

(b) Immediate Presidential action to meet national defense needs; exercise of 

authorities; United States Synthetic Fuels Corporation authority unaffected 
 

(1)(A) Subject to the requirements of subsection (a), in order to encourage and 
expedite the development of synthetic fuel for use for national defense purposes, the 
President, utilizing the provisions of this Act [50 U.S.C. App. § 2061-2171] (other than 
sections 101(a), 101(b), 301, 302, 303, and 305 [50 U.S.C. App. § 2071(a), 2071(b), 2091 
to 2093, and 2095]), and any other applicable provision of law, shall take immediate 
action to achieve production of synthetic fuel to meet national defense needs. 
 

(B) The President shall exercise the authority granted by this section— 
 

(i) in consultation with the Secretary of Energy; and 
 
(ii) through the Department of Defense and any other Federal department 

or agency designated by the President. 
 

(2) This section shall not affect the authority of the United States Synthetic Fuels 
Corporation. 
 

(c) Specific Presidential authorities; requisites, limitations, etc. 
 

(1)(A) To assist in carrying out the objectives of this section, the President, 
subject to subsections (d) and (e), shall— 
 

(i) contract for purchases of or commitments to purchase synthetic fuel for 
Government use for defense needs; 
 

(ii) subject to paragraph (4), issue guarantees in accordance with the 
provisions of section 301 [50 U.S.C. App. § 2091], except that the provisions of section 
301(e)(1)(B) [50 U.S.C. App. § 2091(e)(1)(B)] shall not apply with respect to such 
guarantees; 
 

(iii) subject to paragraph (4), make loans in accordance with the provisions 
of section 302 [50 U.S.C. App. § 2092], except that the provisions of section 302(2) [50 
U.S.C. App. § 2092(2)] shall not apply with respect to such loans; 
 



(iv) have the authority to require fuel suppliers to provide synthetic fuel in 
any case in which the President deems it practicable and necessary to meet the national 
defense needs of the United States.  Nothing in this paragraph shall be intended to 
provide authority for the President to require fuel suppliers to produce synthetic fuel if 
such suppliers are not already producing synthetic fuel or do not intend to produce 
synthetic fuel; 
 

(v) have the authority to install additional equipment, facilities, processes, 
or improvements to plants, factories, and other industrial facilities owned by the 
Government, and to install Government-owned equipment in plants, factories, and other 
industrial facilities owned by private persons; and 

(vi) have the authority to undertake Government synthetic fuel projects in 
accordance with the provisions of paragraph (2). 
 

(B)(i) Except as provided in clause (ii), assistance authorized under this 
subsection may be provided only to persons who are participating in a synthetic fuel 
project. 
 

(ii) For purposes of fabrication or manufacture of any component of a 
synthetic fuel project, assistance authorized under paragraph (1)(A)(ii) and paragraph 
(1)(A)(iii) may be provided to any fabricator or manufacturer of such component. 
 

(2)(A) The Government, acting through the President, is authorized to own 
Government synthetic fuel projects.  In any case in which the Government owns a 
Government synthetic fuel project, the Government shall contract for the construction 
and operation of such project. 
 

(B) The authority of the Government pursuant to subparagraph (A) to own and 
contract for the construction and operation of any Government synthetic fuel project shall 
include, among other things, the authority to— 
 

(i) subject to subparagraph (C), take delivery of synthetic fuel from such 
project; and 
 

(ii) transport and store and have processed and refined such synthetic fuel. 
 

(C) Any synthetic fuel which the Government takes delivery of from a 
Government synthetic fuel project shall be disposed of in accordance with subsection (g). 
 

(D) To the maximum extent feasible, the President shall utilize the private 
sector for the activities associated with this paragraph. 

 
(3)(A) Except as provided in subparagraph (B), any contract for the construction 

or operation of a Government synthetic fuel project shall be made by solicitation of 
sealed competitive bids. 
 



(B) In any case in which no such bids are submitted to the President or the 
President determines that no such bids have been submitted which are acceptable to the 
President, the President may negotiate contracts for such construction and operation. 
 

(4) The President may not utilize the authority under paragraph (1) to provide any 
loan or guarantee in accordance with the provisions of section 301 [50 U.S.C. App. § 
2091] or section 302 [50 U.S.C. App. § 2092] in amounts which exceed the limitations 
established in such sections unless the President submits to the Congress notification of 
the proposed loan or guarantee in the manner specified under section 307 [50 U.S.C. 
App. § 2097] and such proposed action is either approved or not disapproved by the 
Congress under such section.  For purposes of section 307 [50 U.S.C. App. § 2097], any 
proposal pertaining to a proposed loan or guarantee, notice of which is transmitted to the 
Congress under this paragraph, shall be considered to be a synthetic fuel action. 

 
(5) Before the President may utilize any specific authority described under 

paragraph (1), the President shall transmit to the Congress a statement containing a 
certification that the determinations made by the President in the transmittal to the 
Congress under subsection (a)(1) are still valid at the time of the transmittal of such 
certification. 

 
(6)(A) No authority contained in paragraphs (1)(A)(i) through (1)(A)(iv) may be 

utilized by the President unless the use of such authority has been authorized by the 
Congress in an Act hereinafter enacted by the Congress. 
 

(B) The President may not utilize any authority under paragraph (1)(A)(v) or 
paragraph (1)(A)(vi) unless the proposed exercise of authority has been specifically 
authorized on a project-by-project basis in an Act hereinafter enacted by the Congress 
and funds have been specifically appropriated by the Congress for purposes of exercising 
such authority. 
 

(d) Purchases and commitments to purchase by President; authority; 

limitations; advance payments prior to construction of synthetic fuel project 
 

(1) Subject to paragraph (2), purchases and commitments to purchase under 
subsection (c) may be made— 
 

(A) without regard to the limitations of existing law (other than those 
limitations contained in this Act [50 U.S.C. App. § 2061-2171]) regarding the 
procurement of goods or services by the Government; and 
 

(B) subject to section 717(a) [50 U.S.C. App. § 2166(a)], for such quantities, 
on such terms and conditions (including advance payments subject to paragraph (3)), and 
for such periods as the President deems necessary. 
 

(2) Purchases or commitments to purchase under subsection (c) involving higher 
than established ceiling prices (or if there are no established ceiling prices, currently 



prevailing market prices as determined by the Secretary of Energy) shall not be made 
unless it is determined that supplies of synthetic fuel could not be effectively increased at 
lower prices or on terms more favorable to the Government, or that such commitments or 
purchases are necessary to assure the availability to the United States of supplies overseas 
for use for national defense purposes. 
 

(3) Advance payments may not be made under this section unless construction has 
begun on the synthetic fuel project involved or the President determines that all 
conditions precedent to construction have been met. 
 

(e) Bidding and contracting procedures and requirements applicable to 

purchases and commitments to purchase 

 
(1) Except as provided in paragraph (2), any purchase or commitment to purchase 

synthetic fuel under subsection (c) shall be made by solicitation of sealed competitive 
bids. 
 

(2) In any case in which no such bids are submitted to the President or the 
President determines that no such bids which have been submitted to the President are 
acceptable, the President may negotiate contracts for such purchases and commitments to 
purchase. 
 

(3) Any contract for such purchases or commitments to purchase shall provide 
that the President has the right to refuse delivery of the synthetic fuel involved and to pay 
the person involved an amount equal to the amount by which the price for such synthetic 
fuel, as specified in the contract involved, exceeds the market price, as determined by the 
Secretary of Energy, for such synthetic fuel on the delivery date specified in such 
contract. 

 
(4)(A) With respect to any person, including any other person who is substantially 

controlled by such person (as determined by the Secretary of Energy), the President, 
subject to subparagraph (B), may not award contracts for the purchase of or commitment 
to purchase more than 100,000 barrels per day crude oil equivalent of synthetic fuel. 
 

(B) With respect to any person, including any other person who is 
substantially controlled by such person (as determined by the Secretary of Energy), the 
President, may not award any contract for the purchase of or commitment to purchase 
more than 75,000 barrels per day crude oil equivalent of synthetic fuel unless the 
President submits to the Congress notification of such proposed contract or commitment 
in the manner specified under section 307 [50 U.S.C. App. § 2097] and such proposed 
action is either approved or not disapproved by the Congress under such section.  For 
purposes of section 307 [50 U.S.C. App. § 2097], any proposal pertaining to such a 
proposed contract or commitment, notice of which is transmitted to the Congress under 
this subparagraph, shall be considered to be a synthetic fuel action. 
 



(5) A contract for the purchase of or commitment to purchase synthetic fuel may 
be entered into only for synthetic fuel which is produced in a synthetic fuel project which 
is located in the United States. 
 

(6) Each contract entered into under this section for the purchase of or 
commitment to purchase synthetic fuel shall provide that all parties to such contract agree 
to review and to possibly renegotiate such contract within 10 years after the date of the 
initial production at the synthetic fuel project involved.  At the time of such review, the 
President shall determine the need for continued financial assistance pursuant to such 
contract. 
 

(7) In any case in which the President, under the provisions of this section, 
accepts delivery of any synthetic fuel, such synthetic fuel may be used by an appropriate 
Federal agency.  Such Federal agency shall pay for such synthetic fuel the prevailing 
market price for the product which such synthetic fuel is replacing, as determined by the 
Secretary of Energy, from sums appropriated to such Federal agency for the purchase of 
fuel, and the President shall pay, from sums appropriated for such purpose, an amount 
equal to the amount by which the contract price for such synthetic fuel as specified in the 
contract involved exceeds such prevailing market price. 
 

(8) In considering any proposed contract under this section, the President shall 
take into account the socioeconomic impacts on communities which would be affected by 
any new or expanded facilities required for the production of the synthetic fuel under 
such contract. 

 

(f) Scope of Presidential procurement power 
 
The procurement power granted to the President under this section shall include the 
power to transport and store and have processed and refined any product procured under 
this section. 
 

(g) Determinations respecting purchase and sale of synthetic fuel 

 
(1) No authority contained in this section may be exercised to acquire any amount 

of synthetic fuel unless the President determines that such synthetic fuel is needed to 
meet national defense needs and that it is not anticipated that such synthetic fuel will be 
resold by the Government. 
 

(2) In any case in which synthetic fuel is acquired by the Government under this 
section, such synthetic fuel is no longer needed to meet national defense needs, and such 
synthetic fuel is not accepted by a Federal agency pursuant to subsection (e)(7), the 
President shall offer such synthetic fuel to the Secretary of Energy for purposes of 
meeting the storage requirements of the Strategic Petroleum Reserve. 
 



(3) Any synthetic fuel which is acquired by the Government under this section 
and which is not used by the Government or accepted by the Secretary of Energy 
pursuant to paragraph (2), shall be sold in accordance with applicable Federal law. 
 

(h) Maximum liability of Federal Government under contracts; budgetary 

certifications 
 

(1) Any contract under this section, including any amendment or other 
modification of such contract, shall, subject to the availability of unencumbered 
appropriations in advance, specify in dollars the maximum liability of the Federal 
Government under such contract as determined in accordance with paragraph (2). 
 

(2) For the purpose of determining the maximum liability under any contract 
under paragraph (1)— 
 

(A) loans shall be valued at the initial face value of the loan; 
 

(B) guarantees shall be valued at the initial face value of such guarantee 
(including any amount of interest which is guaranteed under such guarantee); 
 

(C) purchase agreements shall be valued as of the date of each such contract 
based upon the President’s estimate of the maximum liability under such contract; 
 

(D) contracts for activities under subsection (c)(1)(A)(v) shall be valued at the 
initial face value of such contract; 
 

(E) Government synthetic fuel projects pursuant to subsection (c)(1)(A)(vi) 
shall be valued at the current estimated cost to the Government, as determined annually 
by the President; and 

(F) any increase in the liability of the Government pursuant to any amendment 
or other modification to a contract for a loan, guarantee, purchase agreement, contract for 
activities under subsection (c)(1)(A)(v), or Government synthetic fuel project pursuant to 
subsection (c)(1)(A)(vi) shall be valued in accordance with the applicable preceding 
subparagraph. 
 

(3) If more than one form of assistance is provided under this section to any 
synthetic fuel project then the maximum liability under such contract for purposes of 
paragraphs (1) and (2) shall be valued at the maximum potential exposure on such project 
at any time during the life of such project. 
 

(4) Any such contract shall be accompanied by a certification by the Director of 
the Office of Management and Budget that the necessary appropriations have been made 
for the purpose of such contract and are available.  The remaining available and 
unencumbered appropriations shall equal the total aggregate appropriations less the 
aggregate maximum liability of the Federal Government under all contracts pursuant to 
this section. 



 
(5) Any commitment made under this section which is nullified or voided for any 

reason shall not be considered in the aggregate maximum liability for the purposes of 
paragraph (4). 
 

(i) Loan, guarantee, or purchase not to be deemed a major Federal action 

significantly affecting the quality of the human environment 

 
For purposes of section 102(2)(C) of the National Environmental Policy Act of 1969 (42 
U.S.C. 4332(2)(C)), no action in providing any loan, guarantee, or purchase agreement 
under this section, shall be deemed to be a major Federal action significantly affecting the 
quality of the human environment. 
 

(j) Labor standards; applicability, certifications, etc. 
 
All laborers and mechanics employed for the construction, repair, or alteration of any 
synthetic fuel project funded, in whole or in part, by a guarantee or loan entered into 
pursuant to this section shall be paid wages at rates not less than those prevailing on 
projects of a similar character in the locality as determined by the Secretary of Labor in 
accordance with subchapter IV of chapter 31 of title 40, United States Code.  
Guaranteeing agencies shall not extend guarantees and the President shall not make loans 
for the construction, repair or alteration of any synthetic fuel project unless a certification 
is provided to the agency or the President, as the case may be, prior to the 
commencement of construction or at the time of filing an application for a loan or 
guarantee, if construction has already commenced, that these labor standards will be 
maintained at the synthetic fuel project.  With respect to the labor standards specified in 
this subsection, the Secretary of Labor shall have the authority and functions set forth in 
Reorganization Plan Numbered 14 of 1950. 

 

(k) Other jurisdictional, etc., authorities relating to water resources and rights 

unaffected 
 

(1) Nothing in this section shall— 
 

(A) affect the jurisdiction of the States and the United States over waters of 
any stream or over any ground water resource; 
 

(B) alter, amend, repeal, interpret, modify, or be in conflict with any interstate 
compact made by any States; or 
 

(C) confer upon any non-Federal entity the ability to exercise any Federal 
right to the waters of any stream or to any ground water resource. 
 

(2) No synthetic fuel project constructed pursuant to the authorities of this section 
shall be considered to be a Federal project for purposes of the application for or 
assignment of water rights. 



 

(l) Renewals and extensions of contracts 

 
Renewals and extensions of contracts entered into under this section shall be made only 
to the extent that Congress has specifically appropriated funds for such renewals and 
extensions, unless the President certifies that the determinations under section 306(a)(1) 
[subsec. (a)(1) of this section] remain in effect for purposes of the use of such authority. 

 

Sec. 306a.  ANNUAL REPORTS ON SYNTHETIC FUEL PRODUCTION [50 
U.S.C. App. § 2096a] 
 
Beginning one year after the effective date of this part [June 30, 1980], and annually 
thereafter, the President shall submit a report to the Congress on actions taken under 
sections 305 and 306 of the Defense Production Act of 1950 [50 U.S.C. App. § 2095 and 
2096]. 
 
Sec. 307.  SYNTHETIC FUEL ACTION [50 U.S.C. App. § 2097] 
 

(a) “Synthetic fuel action” defined 

 
For purposes of this section, the term “synthetic fuel action” means any matter required 
to be transmitted, or submitted to the Congress in accordance with the procedures of this 
section. 
 

(b) Submission to Congress by President 

 
The President shall transmit any synthetic fuel action (bearing an identification number) 
to both Houses of the Congress on the same day. 
 
Sec. 308.  DEFINITIONS [50 U.S.C. App. § 2098] 
 

(a) For purposes of this Act [50 U.S.C. App. § 2061-2171], the term “Government 
synthetic fuel project” means a synthetic fuel project undertaken in accordance with the 
provisions of section 306(c) [50 U.S.C. App. § 2096(c)]. 

 
(b)(1)(A) For purposes of this Act [50 U.S.C. App. § 2061-2171], the term “synthetic 

fuel” means any solid, liquid, or gas, or combination thereof, which can be used as a 
substitute for petroleum or natural gas (or any derivatives thereof, including chemical 
feedstocks) and which is produced by chemical or physical transformation (other than 
washing, coking, or desulfurizing) of domestic sources of— 
 

(i) coal, including lignite and peat; 
 

(ii) shale; 
 

(iii) tar sands, including those heavy oil resources where— 



 
(I) the cost and the technical and economic risks make extraction and 

processing of a heavy oil resource uneconomical under applicable pricing and tax 
policies; and 
 

(II) the costs and risks are comparable to those associated with shale, 
coal, and tar sand resources (other than heavy oil) qualifying for assistance under section 
305 [50 U.S.C. App. § 2095] or section 306 [50 U.S.C. App. § 2096]; and 
 

(iv) water, as a source of hydrogen only through electrolysis. 
 

(B) Such term includes mixtures of coal and combustible liquids, including 
petroleum. 
 

(C) Such term does not include solids, liquids, or gases, or combinations 
thereof, derived from biomass, which includes timber, animal and timber waste, 
municipal and industrial waste, sewage, sludge, oceanic and terrestrial plants, and other 
organic matter. 
 

(2)(A) For purposes of this Act [50 U.S.C. App. § 2061-2171], the term “synthetic 
fuel project” means any facility using an integrated process or processes at a specific 
geographic location in the United States for the purpose of commercial production of 
synthetic fuel.  The project may include only— 
 

(i) the facility, including the equipment, plant, machinery, supplies, and 
other materials associated with the facility, which converts the domestic resource to 
synthetic fuel; 
 

(ii) the land and mineral rights required directly for use in connection with 
the facilities for the production of synthetic fuels; 
 

(iii) any facility or equipment to be used in the extraction of a mineral for 
use directly and exclusively in such conversion; 
 

(I) which— 
 

(aa) is co-located with the conversion facility or is located in the 
immediate vicinity of the conversion facility; or 
 

(bb) if not co-located or located in the immediate vicinity, is 
incidental to the project (except in the event of a coal mine where no other reasonable 
source of coal is available to the project); and 
 

(II) which is necessary to the project; and 
 



(iv) any transportation facility, electric powerplant, electric transmission 
line or other facility— 
 

(I) which is for the exclusive use of the project; 
 

(II) which is incidental to the project; and 
 

(III) which is necessary to the project, except that transportation 
facilities used to transport synthetic fuel away from the project shall be used exclusively 
to transport synthetic fuel to a storage facility or pipeline connecting to an existing 
pipeline or processing facility or area within close proximity of the project. 
 

(B)(i) Such term may also include a project which will result in the 
replacement of a significant amount of oil and is— 
 

(I) used solely for the production of a mixture of coal and combustible 
liquids, including petroleum, for direct use as a fuel, but shall not include— 
 

(aa) any mineral right; or 
 

(bb) any facility or equipment for extraction of any mineral; 
 

(II) used solely for the commercial production of hydrogen from water 
through electrolysis; and 
 

(III) a magnetohydrodynamic topping cycle used solely for the 
commercial production of electricity. 
 

(ii) Such a synthetic fuel project using magnetohydrodynamic technology 
shall only be eligible for guarantees under section 305 [50 U.S.C. App. § 2095] or section 
306 [50 U.S.C. App. § 2096]. 
 

(C) For purposes of this paragraph— 
 

(i) the term “exclusive” means for the sole use of the project, except that 
an incidental by-product might be used for other purposes; 
 

(ii) the term “incidental” means a relatively small portion of the total 
project cost; and 
 

(iii) the term “necessary” means an integrated part of the project taking 
into account considerations of economy and efficiency of operation. 
 

(c) For purposes of section 305 [50 U.S.C. App. § 2095] and section 306 [50 U.S.C. 
App. § 2096], the term “United States” means the several States, the District of 
Columbia, the Commonwealth of Puerto Rico, Guam, the Virgin Islands, the Northern 



Mariana Islands, the Trust Territory of the Pacific Islands, and any other territory or 
possession of the United States. 
 
Sec. 309.  ANNUAL REPORT ON IMPACT OF OFFSETS [50 U.S.C. App. § 2099] 
 

(a) Annual report on impact of offsets 

 
(1) Report required 

 
Not later than 18 months after April 17, 1984, and annually thereafter, the President shall 
submit to the Committee on Financial Services of the House of Representatives and the 
Committee on Banking, Housing, and Urban Affairs of the Senate, a detailed report on 
the impact of offsets on the defense preparedness, industrial competitiveness, 
employment, and trade of the United States. 

 
(2) Duties of the Secretary of Commerce 

 
The Secretary of Commerce (hereafter in this subsection referred to as “the Secretary”) 
shall— 
 

(A) prepare the report required by paragraph (1); 
 

(B) consult with the Secretary of Defense, the Secretary of the Treasury, the 
Secretary of State, and the United States Trade Representative in connection with the 
preparation of such report; and 
 

(C) function as the President’s Executive Agent for carrying out this section. 
 

(b) Interagency studies and related data 

 
(1) Purpose of report 

 
Each report required under subsection (a) shall identify the cumulative effects of offset 
agreements on— 
 

(A) the full range of domestic defense productive capability (with special 
attention paid to the firms serving as lower tier subcontractors or suppliers); and 
 

(B) the domestic defense technology base as a consequence of the technology 
transfers associated with such offset agreements. 

 
(2) Use of data 

 
Data developed or compiled by any agency while conducting any interagency study or 
other independent study or analysis shall be made available to the Secretary to facilitate 



the execution of the Secretary’s responsibilities with respect to trade offset and 
countertrade policy development. 
 

(c) Notice of offset agreements 
 

(1) In general 
 
If a United States firm enters into a contract for the sale of a weapon system or defense 
related item to a foreign country or foreign firm and such contract is subject to an offset 
agreement exceeding $5,000,000 in value, such firm shall furnish to the official 
designated in the regulations promulgated pursuant to paragraph (2) information 
concerning such sale. 
 

(2) Regulations 
 
The information to be furnished under paragraph (1) shall be prescribed in regulations 
promulgated by the Secretary.  Such regulations shall provide protection from public 
disclosure for such information, unless public disclosure is subsequently specifically 
authorized by the firm furnishing the information. 
 

(d) Contents of report 
 

(1) In general 
 
Each report under subsection (a) shall include— 
 

(A) a net assessment of the elements of the industrial base and technology 
base covered by the report; 
 

(B) recommendations for appropriate remedial action under the authority of 
this Act [50 U.S.C. App. § 2061-2171], or other law or regulations; 
 

(C) a summary of the findings and recommendations of any interagency 
studies conducted during the reporting period under subsection (b); 
 

(D) a summary of offset arrangements concluded during the reporting period 
for which information has been furnished pursuant to subsection (c); and 
 

(E) a summary and analysis of any bilateral and multilateral negotiations 
relating to the use of offsets completed during the reporting period. 
 



(2) Alternative findings or recommendations 
 
Each report required under this section shall include any alternative findings or 
recommendations offered by any departmental Secretary, agency head, or the United 
States Trade Representative to the Secretary. 
 

(e) Utilization of annual report in negotiations 

 
The findings and recommendations of the reports required by subsection (a), and any 
interagency reports and analyses shall be considered by representatives of the United 
States during bilateral and multilateral negotiations to minimize the adverse effects of 
offsets. 
 
Sec. 310.  CIVIL-MILITARY INTEGRATION [50 U.S.C. App. § 2099a] 
 
An important purpose of this title [50 U.S.C. App. § 2091 to 2099a] is the creation of 
production capacity that will remain economically viable after guarantees and other 
assistance provided under this title [said sections] have expired. 
 


